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Favorite 
DIVIDEND 
MONTHS 


HICH month of the year leads 
Wi others in respect to the 
number of dividend payments by 
corporations ? 

The answer to that easy ques- 
tion--as vou probably knew is 
December. And the reason. of 
course. is that many corporations 
pay year-end extra or special dis- 
tributions to their share owners in 
the final month of a prosperous 
year. 

In 1953. the most popular and 
least popular dividend months 
based on cash declarations by the 
289 listed common stocks which 
have unbroken dividend-longevity 
records ranging from 25 to well 
over 100 years were: 


No. Paying 


Month Dividends 
January ......... 69 
February ........ 31 
Es 156 
ee o4 
CO ee reer 39 
FUME ook. ce es ces 151 
re 100 
2 | ae 38 
September ....... 151 
October ......... 93 
November ee eee 10 
December ........ 166 


As the table shows. 57.4 per 
cent of the 289 long-time-dividend- 


payers made cash distributions to 
common share owners in the final 
month of last year. 

March was the second most pop- 
ular month. with 54 per cent of 
the issues making payments: while 
June and September——each with 
5 were tied for third. 

On the other hand. February 
was a lean period 


52.2 per cent 


only 10.7 per 
cent of this group of equities made 
payments that month. 

August. when 13.1 per cent of 
the issues made cash distributions. 
was also a poor month for divi- 
dend income. as was May. 13.5 per 
cent. and November. 13.8 per cent. 

If the 1953 statistics for the 289 
common stocks are a reliable ba- 
rometer-—and there is no reason to 
think otherwise most corpora- 
tions which make four quarterly 
distributions to their common 
share owners each year seem to 
favor March, June. September and 
December. 

\ possible reason for this pref- 
by fixing the third 
month for a year’s first dividend 
pavment 


erence is that 


directors have more 
time in which to appraise the busi- 
ness outlook before determining 
the amount of the distribution. 


THE EXCHANGE 


Tue Excuance is a monthly publication of 
the New York Stock Exehange. Kenneth 
Haves. Editor: Editorial Offices, 11 Wall 
St.. N. Y. 5. N. Y. Telephone HAnover 
2-4200. Subseription price: $1.00 a year. 
[Please notify us of change of address a 
month in advance and include both old 
and new addresses. ] 
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WHY Read 
The AUDITOR’S) & 


REPORT? 


By Arvin R. Corp, President, The Froedtert Corporation 


EVOTEES of Conan Doyle will 
D recall the Sherlock Holmes 
tale in which a major role was 
played by a postman. The plot 
turned on this fact: a uniformed 
postman on his appointed rounds 
is a familiar sight; 
consequently none 
of the witnesses in 
the case could re- 
call having seen 
him at all. Certain- 
ly no one had paid 
him any attention. 

Sometimes I am 
reminded of this 
tale when I read a 
Certified Public Accountant’s re- 
port appended to a company’s fi- 
nancial statements. For although 
the independent auditor performs 
an important role, his report often 
seems to be cast into a mold as 
formal as the postal uniform. I 
suspect that many stockholders give 
the familiar-looking auditor’s state- 
ment in an annual report only a 
cursory glance. 

This lack of attention to the 
auditor’s report—I hope I am not 
over-emphasizing it—-seems to me 
unfortunate. As business has given 
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increasing attention to the doctrine 
of “full disclosure” in reporting 
on financial “results.” the auditor’s 
report has assumed increasing im- 
portance. 


Triple Purpose 

Actually, it serves a triple pur- 
pose. First of all, the report serves 
management itself. which needs and 
benefits by an independent check 
on what it concludes it has done. 
Second, the report serves the own- 
ers of American business: the 
stockholders, who—whatever their 
trust in management—like to know 
an independent “third party” has 
had a look. Third. the CPA’s opin- 
ion serves a whole melange of 
credit grantors, analysts. govern- 
ment agencies, labor unions and 
others who have an interest in a 
company’s affairs. 

In meeting this triple responsi- 
bility. the CPA must use _ his 
strictly mathematical skills as a 
junior tool. This is because, con- 
trary to impressions of the unin- 
formed. the professional account- 
ant finds his most important deci- 
sions resting on judgment, not 
arithmetic. 








They can al- 
most never be given an exact value. 
The conventional rule is to state 
them at market 
whichever is lower. But there are 
different determining 
“cost.” and “market value” varies 
in different situations. 

Or, take depreciation: There 
are no mere “numbers.” no calcu- 
<< =) lating machines, 
- ae which can tell the 


Take inventories: 


cost or value, 


ways of 





[E7 § 
((8/, | story exactly. 
| \ Here again, the 
‘ problem of ap- 
proximating the 


wear and tear on 
tools and machin- 
ery, on plant and equipment, de- 
pends in part on judgment. The 
additions and subtractions are only 
routine bookkeeping problems, not 
the policy problems of accounting. 

In both of these examples—and 
there are many others—the amount 
which a company assigns to the 
item in question can and usually 
does have a significant effect on 
the year’s final net income figure. 


Accounting Problem 


A particular accounting method 
may he appropriate in one situa- 
tion, but entirely inappropriate in 
another. This is why the deter- 
mination of net income is an ac- 
counting problem and not a mat- 
ter of arithmetic. One of the CPA’s 
duties as auditor, reporting to 
“everybody.” is to determine 
whether. in his independent opin- 
ion, such questions as these have 
been dealt 


with in accordance 
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with generally accepted account. 
ing principles, and whether the 
financial statements offered by 
management “present fairly” the 
company’s financial position and 
operations for the period reported. 

Here is a phrase — “present 
fairly’—which can mean « great 
deal to the investor. For the Cer- 
tified Public Accountant, as most 
people probably do not know, is 
required by his code of ethics to 
maintain his independence, even 
though he is retained by his client. 
If the CPA takes exception to a 
material item in management’s 
financial statements, he must say 
so in his report, and give some ex- 
planation. 


“Must” Reading 


In recent years, there have been 
some surprising cases, involving 
large companies and many mil- 
lions of dollars, in which inde- 
pendent auditors and managements 
have disagreed over presentation of 
financial results. Such differences 
are always disclosed in the audi- 
tor’s report. That is why the re- 
port, formal as it appears to the 
casual glance, is “must” reading 
for the stockholder who pretends 
to be well informed. 

A principal reason for formality 
in the auditor’s report is that ac- 
counting is truly the “language of 
business.”” which must be under- 
stood wherever business is trans- 
acted, If individual 
were to cast their reports into 
highly individual and “literary” 
form, the reports might make good 


accountants 





Alvin T. Cord was elected president of The 
Froedtert Corporation in 1953, after 16 years 
of association with that company. 

Froedtert is the largest producer of barley 
malt—which it sells principally to the brew- 
ing industry—in this country. 

Following graduation from the University 
of Kentucky in 1928, Mr. Cord went with the 
accounting firm of Murphy, Lanier & Quinn 
in Chicago as a CPA. In 1935 he joined the 
management consultant firm of McKinsey, 





Wellington & Co. 





reading: but it is questionable 
whether they would convey the 
same meaning to all people. 

Another reason lies in history. 
Although the roots of accounting 
go back to antiquity, professional 
accounting as a major contribu- 
tion to the understanding of an ex- 
panding economy is less than a 
century old. Auditing as a general 
service to the public had its begin- 
nings in England in the 1860's. 

English Auditors 

Later when English investors be- 
gan to invest in American proj- 
ects, accountants were dispatched 
to America from England to audit 





the American corporations’ books. 

Thus, as English accountants 
began to conduct investigations 
here, as American accountants 
later began to carry on investiga- 
tions abroad, as our world econ- 
omy became more rather than less 
complex, and more rather than less 
integrated, it became clear that the 
“language of business” had to be- 
come more widely formalized so 
that everybody concerned could 
understand it. 


Same Meaning 


Today, therefore, when a CPA 
in New York says he has done his 
work in accordance with “gener- 
ally accepted” auditing standards, 
he means the same thing as an- 
other CPA, who says the same 
thing, in Kalamazoo. It is sig- 
nificant and relevant that all CPAs 
today, in all the states, take the 
same examination, standardized 
under the auspices of the Ameri- 
can Institute of Accountants. 

Whatever the problem standard. 
ization of terminology may impose 
on us, we may be thankful, because 
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it provides a language marked by 
precision and clarity to those who 
take the trouble to read the words. 
No. stockholder serious 
about his investments can do less. 


who is 


“Short-Form” Report 


Although 


may 


the auditor's 


take several 


report 
forms. the one 
usually found in a corporation’s 
is the so-called 
“short-form” report. This usually 
has two paragraphs 


annual statement 
one the scope 
of the audit: the other presenting 
the CPA’s opinion. Most CPAs 
consider the second paragraph the 
vital part. for here the auditor gives 
his whether the financial 
statements “present fairly” the po- 


views 


sition of the company and the re- 
sults of its operations. 

Although the phrasing may vary 
from case to case, a typical opinion 
paragraph may say: 


“In our opinion. the accom- 
panying balance sheet and state- 
ment of sur- 
plus present fairly the financial 
position of X Company at De- 
cember 31, 1953. and the re- 
sults of its operations for the 
vear then ended. in conform- 
ity with generally accepted ac- 
counting principles applied on 
a basis consistent with that of 
the preceding year.” 


income and 


Major variations from the stand- 
ard wording should be read care- 
fully. In cases where the CPA 
takes an exception to something in 
the financial statements. this para- 
graph will direct attention to it. 


4 


Corporate management and the 
accounting profession today are 
trying to attention more 
sharply on the significance of the 
auditor’s report. Generally their 
efforts fall into three areas: 

1. Many corporate reports these 
days give the auditor's report a 


focus 


“featured” position. sometimes a 
full page. to direct attention to it 
and increase its “readability.” 

2. In the “presidential” letters 
increasing references are found to 
the auditor’s report on “page so 
and so”; and, of course, the asso- 
ciated letters of transmission give 
management opportunity to com- 
ment in formal terms- still 
consistent with accounting concepts 

on just what management has 
been doing and what it hopes to do. 

3. The CPAs themselves, through 
the American Institute of Account- 
ants. the national professional so- 
and through their state 
societies. have issued a great deal 
of material dealing with the sig- 
nificance of the auditor’s report. 

The material goes to students, cli- 


less 


ciety. 


ents. bankers and other groups who 
need to know in precise terms what 
companies are doing. 


Three Parts 


Let us hope these efforts succeed. 
An annual report customarily con- 
tains three basic parts—the presi- 
dent’s message. the financial state- 
ments. and the auditor’s opinion. 
The stockholder who misses or ig- 
nores the latter misses an essential 
part of what he is supposed to know 
about his company. 


Co. 
g 
al 
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THE 
LION’S 
SHARE 


N THE PAST TEN YEARS General 
Motors Corporation has paid a 
total of $2,618,845,191 in cash divi- 
dends to its common share owners. 
That's a staggering sum of 
money- even in terms of inflated 
dollars. 

But. does it mean that GM com- 
mon share owners receive the lion’s 
share of the income that this giant 
industrial enterprise takes in by 
selling its automobiles. refrigera- 
tors. diesels and other products to 
the public? 

Hardly! 


In the same decade. General Mo- 


tors payrolls- salaries and wages 
paid to its employes and to em- 
ployes of its wholly-owned sub- 
sidiaries—amounted to $15,461.- 
909.672. a sum large enough to 
command respect even in the Fed- 
eral budget. 

To put it another way. during the 
10 years 1944-1953, inclusive. Gen- 
eral Motors paid out $5.90 in 
wages and salaries to its employes 
for every $1 disbursed in dividends 
to common share owners. 

Ratio Varies 

As the table at the bottom of this 
page shows, the smallest ratio of 
payrolls to dividends was 3.4-to-] 
in 1950; the highest was 10.4-to-1 
in 1944. 

Last year’s ratio was 7.5-to-l. 

Since many employes are also 
GM _ stockholders. the proportion 
of the corporation‘s revenues which 
eventually winds up in the pockets 
of workers is even larger than the 
tabulation indicates. 





10-YEAR STUDY OF RATIOS OF GENERAL MOTORS' 
PAYROLLS TO COMMON DIVIDENDS 


Aver. No. 

Year Employes Payroll 
1953 551,095 $2,626,302,048 
1952 458 680 2,020,536,713 
1951 469,197 | 868,097,017 
1950 465,239 | 809,218,043 
1949 401,326 | ,440,690,450 
1948 380,329 1 ,283,865,090 
1947 375,689 1,155,388, 163 
1946 300,634 870,215,992 
1945 345,940 | 007,563,689 
944 465,617 |, 380,032,467 





Ratio 
No. Com Payrolls 
Owners Common Divs. To Divs. 
464 854 $348, 760,514 7.5-to-l 
457,215 349,041 039 5.7-to-1 
447,188 350,249,851 5.3-to-l 
410,428 526,111,783 3.4-to-l 
403,065 351,380,264 4.1-to-l 
402,325 197,845 688 6.4-to-1 
405,763 132,167,487 8.7-to-1 
408 408 99,158,674 8.7-to-1 
403,691 132,066 520 7.6-to-| 
401 999 132,063,371 10.4-to-1 











"THE 
POWER TO TAX...” 


| NITED STATES STEEL CORPORA- 
L TION warns that double taxa- 
tion of dividends is throttling the 
investor incentive which has made 
America the mightiest industrial 
nation the world has ever known. 

Buttressing its charge with an 
impressive array of factual data, 
the 1953 report of the 
world’s largest steel producer also 
cites other findings which lead to 
the inescapable conclusions that: 

1. Corporate income taxes hit 
investors having annual incomes 
below $5.000 with four times the 
impact they do individuals with 
incomes above that level. 


annual 


2. By taxing dividends twice. 
the Government takes 68 cents out 
of every potential corporation divi- 
dend dollar. 

3. Most of U. S. Steel’s stock- 
holders are people of modest means. 


Cooperation Core 


“The American people have. over 
the years.” the report pointed out, 
“found a way voluntarily to coop- 
erate with each other to produce 
an abundance of goods and serv- 
ices beyond the dreams of other 
times and places. The core of that 
cooperation is corporate America. 

“Over recent years taxation has 
come to be concentrated at the 
very point where it could most 
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EISENHOWER HITS 
DOUBLE TAXATION 


In a television address to the 
March 15, President 
Dwight D. Eisenhower said: 
“This year we propose to re- 
duce by a moderate amount o1 
percentage the existing double 
taxation on dividend incomes. 
“This will be important to 


nation 


all of us, whether our savings 

are large or small. It will en- 
| courage Americans to invest in 
their country’s future. And let 
us remember this: The average 
investment needed to buy the 
tools and facilities to give one 
of our people a job runs about 
$8,000 to $10,000. The more we 
can encourage savings and in- 
vestment, the more prosperous 
will be 160,000,000 American 
citizens.” 





threaten the operation of these 
cooperative undertakings. Thus no 
one questions that 100 per cent 
taxation of the potential dividend 
dollar would destroy all incentive 
of one great group involved—the 
stockholders—to supply savings to 
expand existing or start new en- 
terprises. Yet the facts show—if 
U. S. Steel and its stockholders 
can be considered representative— 
that the incentive by 1953 was 





two-thirds destroyed by taxation.” Their replies showed 56 per cent 

Big Steel, its 1953 report dis- of the stockholders had annual in- 
closed, recently communicated with comes of less than $5.000 each. 
its 280,000 share owners, asking “Yet.” the annual report pointed 
them to fill out a dividend tax out, “this 56 per cent of the stock- 
questionnaire. An astonishingly holders. whose average income was 
laree proportion of them—-140.000 a little less than $2.800. owned 37 

supplied all the data requested. per cent of the shares. U. S. Steel 





UNITED STATES STEEL CORPORATION 
71 BROADWAY, NEW YORK 6, N. Y. 


December 10, 1953 
Dear Stockholder: 


You may have noticed comments from time to time on the double taxation of 
dividends received by investors on their corporate stockholdings. Currently, the Treasury 
Department and the Congressional bodies concerned with taxes are including this subject 
in their study of Federal tax legislation. 


Your Corporation first must pay a Federal income tax on income before it is avail- 
able for dividends. Then you undoubtedly pay a personal Federal income tax on the 
dividends you receive from the Corporation. 


In order to enable the officers of your Corporation to appraise the effects of double 
taxation of income, and to make informed comments should it be advisable to do so, 
we attach a questionnaire which we hope you will fill out and return promptly in the 
enclosed envelope, which needs no postage. You will note all names and other means 
of personal identification have been omitted 





Your cooperation in this matter, which directly concerns stockholders, will be 


appreciated. 
Sincerely yours, 
—. : 
Chairman of the Board of Directors 
DIVIDEND TAX QUESTIONNAIRE 
ves NO 
1. Did you pay, either by withholding or directly, a Federal Income Tax for 1952? Vv 
2. If so, what is the maximum Federal Personal Income Tax percentage which 22 3 
applied to your 1952 Income? : Md % 
Yes 
3. If your income was under $5,000 omit question 2 and check here a HEAD OF 
H E- 
JOINT | INDIVIDUAL WOLD 
4. Check the basis on which you filed your 1952 Federal Income Tax Return [ [al 
yes NO 
$. Did you pay a State Income Tax on dividends received in 1952? CAT 


te 
q 
\ 


6. Do you hold your stock jointly with another person(s)? 
MALE FEMALE 

7. Are you . ee ee ea = Cae 

. In which State do you live? . . thet kr See ee eet ce Lb ae Pennsylvania 


Please do not sign your name Shares % 




















common and preferred dividends 
paid to them represented nearly 8 
per cent of their income, which is 
almost four times as great as the 
corresponding 2 per cent for stock- 


holders having incomes greater 
than 85.000. In this respect the in- 
come taxes paid by L.S. Steel bear 
four times as heavily on its stock- 


holders of lesser income,” 


32 Cents Left 

Of every dollar potentially avail- 
able for U. S. Steel dividends last 
59 cents for 
The 1] 


when paid out in dividends, was 


vear went income 


taxes. remaining cents, 


subject- -on the average--to a per- 
sonal income tax impost of 21 per 
cent. or 9 cents. leaving 32 cents 
out of the original dollar. 

“By this process of double taxa- 
tion.” the report said. “the Govern- 


ment. therefore. claimed 68 cents 


STOCKHOLDERS AND SHARES HELD 


= BY INCOME RANGES 


of the potential dividend dollar.” 

Rejecting the “notion that U. S, 
Steel’s stockholders are in any sense 
people of great wealth,” the report 
gave these facts: 

More share owners—17 per cent 

fell in the income of 
$2.000 to $3.000° than any 
other $1,000 group. 

As stockholders had an- 
nual incomes of less than $4.300 
as had more than that sum. 

ight per cent of share owners 
had 


range 
into 


many 


incomes so small they were 


subject to no income tax. 


Less Than Wages 
Fifty-three per cent of the stock- 
holders had incomes less than the 
average wages paid U. S. Steel’s 
$4.500 in late 1952; 
while 36 per cent had annual in- 


steelworkers 


comes lower than the average wages 
paid steelworkers in the company’s 


STOCKHOLDERS’ INCOMES 
VS. STEELWORKERS’ WAGES 
INCOME RANGES UNDER $10,000 
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about $3,000. 

\verage annual income for all 
Big Steel stockholders was about 
$11 .000. 

U. S. Steel’s 286.240 individual 
and institutional share owners have 
an invested average of about $8,000 
each for the production tools which 


lowest wage bracket 


provide jobs for the corporation's 
301,560 employes. 
Vital Investment 


the 
report emphasized, “must continue 


“Such investment in tools,” 


if existing businesses are to ex- 
pand and be kept modern and new 
businesses are to be created. In- 
vestent in new tools of production 
is the only way that new self-sus- 
taining productive jobs can come 
into existence. The large-scale cre- 
ation of such new jobs is required 
if an expanding labor force is to 
be fully employed. 


U.S, STEEL DIVIDENDS AS A PER CENT 
OF STOCKHOLDERS’ GROSS INCOMES 


BY INCOME RANGES 
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“It cannot long be done without 
stockholder participation and_ will 
not be done if the incentive for so 
doing is destroyed by taxation. 


Only Alternative 


“The alternative to private co- 
operative creation of new jobs is 
an increased burden upon govern- 
ment to support or subsidize other- 
wise jobless people. 

“It is significant that a mounting 
public concern about unemploy- 
ment and inflation has paralleled 
the mounting tax impairment of 
incentives to large-scale job crea- 
tion. It is of equal—but hopeful— 
significance that the American peo- 
ple through their Government are 
now considering the diminution of 
the tax deterrents to such large- 
scale development of new jobs and 
abundant production of the good 
things of life.” 


DOUBLE TAXATION 





TOTAL 








TAX < 

68¢ 

TOTAL NET DIVIDEND INCOME 
DIVIDEND TO AVERAGE 

ale U.S. STEEL STOCKHOLDER 


32¢ 

















A UTILITY PONDERS 
ITS DIVIDEND RECORD 


70 Consecutive Years—or 1297 


By Harowp S. Sutton, Treasurer 
Consolidated Edison Company of New York, Inc. 


— Epison has an 
unbroken dividend record 
stretching back to 1884, the year 


the company was established as a 
consolidation of six gas companies. 





But one of these predecessor 
companies had an unbroken divi- 
dend record of its own—extending 
back from 1884 to 1825. 

This firm, known as The New 
York Gas Light Company, was the 
first gas company in the city of 
New York. 

It was incorporated on March 
26. 1623, and was generally rec- 
ognized at that time as a highly 
speculative venture. 
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The gas industry was getting a 
toehold in England. Paris had a 
gas plant. But the industry’s state 
of development may be judged 
from the note that gas distribution 
was accomplished through pipes 
made of gun barrels left over from 
the Napoleonic wars. 

The New York Gas Light Com- 
pany issued 4.000 shares of $50 
par stock in 1823. 

With the proceeds of the sale. 
it employed one Timothy Dewey 
and sent him to Europe to make 
a survey of the gas industry, learn 
what he could about it and pur- 
chase there sufficient equipment to 
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sel up a gas plant and distribution 
sysiem in New York, then a com- 
munity having a population of 
145.000. 

Considering the ocean trans- 
portation system of the day, this 
was done with dispatch and the gas 
company began supplying service 
to customers in February, 1825. 
Gas was sold as a means of light- 
ing and it met with considerable 
success. In November, 1825, the 
company paid its first dividend of 
$1.50 a share. 


Franchise Area 


It developed that the only error 
the company’s founders made was 
restricting the size of the franchise 
area. They set Grand Street as the 
northern limit of their operations, 
although any New Yorker in 1823 
could have told them it was ridicu- 
lous to expect the town to grow 
that far north. But it did and a 
second company was formed by 
others to supply the new territory 
with gas service. 

This second company made the 
same mistake as the first. calculat- 
ing that the growth of the city 
would be limited to a certain area. 

Nevertheless, the streets and av- 
enues kept pushing northward as 
New York spread through Manhat- 
tan Island, 

Finally a multitude of com- 
panies were operating in the gas 
utility business. some with over- 
lapping franchise areas. There 
were price wars and even charges 
of sabotage. 

But through these local disturb- 














Harold S. Sutton has been 
treasurer of Consolidated Edi- 
son Co. of New York since 
1946. Formerly he was execu- 
tive assistant to Ralph H. 
Tapscott, chief executive officer 
of the company. Mr. Sutton has 
served as treasurer of the Edi- 
son Electric Institute, and has 
been active in the Down Town 
Association of New York and 
the Chamber of Commerce of 
| the State of New York. He is 
| an alumni trustee of St. Law- 
rence University, and was ap- | 
pointed its treasurer in 1952. | 
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ances, the dislocations resulting 
from the War Between The States, 
and various financial panics, The 
New York Gas Light Company 
kept its feet on the ground and its 
ledgers in the black. 

Beginning with the payment in 
1825, there were dividends for 
stockholders in every single year up 
to and including 1884, when Con- 
solidated Gas stock was issued in 
place of New York Gas Light se- 
curities, 

The gas companies of Manhat- 
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tan were forced into the consoli- 
dation by something new: elec- 
tricity. The 
veloped by 


electric system de- 


Thomas A. 


threatened their security as nothing 


Edison 


in the last half-century had done. 

The gas range had been intro- 
duced in America as early as 1856, 
but the companies still considered 
their product a light source instead 
of a convenient medium of heat. 


Change Of Mind 


It took the competition of the 
electric light to make them change 
their minds. 

The New York Gas Light Com- 
pany stockholders received 17 per 
cent of the shares of the newly 
Consolidated Com- 


pany. as well as the dividends that 


formed Gas 
went with such shares. 

the 
purchased control of 


Over the next two decades. 
gas interests 
the 
needed large amounts of new capi- 


electric companies, which 
tal in order to finance their pro- 
srams of expansion. 

Early in the 1900's this program 
of acquisition was nearly complete 
and the electric and gas companies 
came under a common ownership, 


ia23_ 
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a fact recognized in 1936 by the 
merger of the principal electric 
properties into Consolidated Gas. 
which celebrated the event by 
changing its name to the present 
Consolidated Edison. 

If an investing ancestor of yours 
had gone into The New York Gas 
Light Company with a thousand 
dollars back in 1823. and if the 
property had come down to you 
untouched by inheritance — tax 
claims. you would possess today 
392 shares of Consolidated Edi- 
son common stock. 

The total dividends paid to date 
on that $1.000 investment would be 
$71.347.10. 

Market Value 

And. early last month, 392 
shares of Consolidated Edison had 
a market value of $16.953. 

If your investing ancestor. in- 
stead of risking his money in gas 
had agreed in 1869 with William 
Beach that the future of the city’s 
transportation system lay in rail- 
ways running up and down town, 
beneath the pavements of the av- 
enues. the entire investment would 
have been lost. 
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THEY STRUGGLED 


TO THE TOP 


rgy tie Marcu issue of THE 
| EXCHANGE Magazine carried 
the names of the 36 stalwart compa- 
nies which were among the nation’s 
100 largest industrial corporations 
in 1948—the year the study ended 

just as they had been in 1909, 

Publication of that list brought 
a demand from readers: 

Print the names of the 64 com- 
panies which struggled to the top 
between 1909 and 1948! 

\ccordingly, those industrial 
corporations which were among 
the 100 largest in this country in 
1948 — although they were not 
members of that elite group in 
1909. -are named on the following 
page, 

94 Out Of 100 


It seems worth noting that 60 of 
the 64 companies in the table have 
securities listed on the Stock Ex- 
change. In the first list. 34 of the 
36 are listed on the “Big Board:” 
while one of the two non-listed 
enterprises is a subsidiary of a 
listed company. 

The measuring rod for deter- 
mining the nation’s 100 largest in- 


dustrial corporations—both for the 
vear 1909 and for the year 1948— 
was the amount of total assets. 

The four companies shown on 
the next page with no securities 
listed on the Exchange are Ford 
Motor, Great Atlantic & Pacific 
Tea. Hearst Consolidated Publica- 
tions and Weyerhaeuser Timber. 


15 Oil Companies 

Not the least interesting feature 
of the list of industrial giants in 
the tabulation is the fact that 15 of 
the 64 corporations are engaged in 
the petroleum industry. With 
Standard Oil (New Jersey). Texas 
Company and Tide Water Associ- 
ated—which were among the 100 
largest in both 1909 and 1948— 
these additions boost the number 
of oil industry companies among 
the 100 largest industrials to 18. 
Seven of the 64 companies 
tabled are in the chemical indus- 
try: seven are engaged in retail 
distribution: five in iron and steel, 
and four in motion pictures. 
In 1909. no motion picture com- 
panies were among the 100 larg- 
est industrial corporations. 


On the other hand, the 1948 Names of the 64 industrial cor- 
list contains no enterprises en- porations were obtained from Mr. 
gaged in either private transport— A. D. H. Kaplan. of The Brookings 
which boasted five of the nation’s Institution, Washington, D. C.. 
largest industrial companies in which recently issued “Big Enter- 


1909—or the leather industry prise in the Competitive System.” 
which had two representations in an educational film based on its 
that select group in 1909, research. 

Allied Stores Monsanto Chemical 

Aluminum Co. of America Montgomery Ward 

American Cyanamid National Dairy Products 

American Rad. & Stand. San. National Steel 

American Viscose Ohio Oil 

Armco Steel Owens-Illinois Glass 

Atlantic Refining Paramount Pictures 

Burlington Mills J. C. Penney 

Celanese Corp. Phillips Petroleum 

Chrysler Corp. Procter & Gamble | 

Coca-Cola Pure Oil 

Continental Can Radio Corp. of America 

Continental Oil R. J. Reynolds Tobacco 

Deere & Co. St. Regis Paper 

Distillers Corp.-Seagrams Schenley Industries 

Dow Chemical Shell Oil 

Firestone Tire & Rubber Sinelair Oil 

Ford Motor Skelly Oil 

General Foods Socony-Vacuum 

General Motors Standard Oil of Calif. 

B. F. Goodrich Standard Oil (Indiana) 

Goodyear Tire & Rubber Standard Oil (Ohio) 

Great Atlantic & Pacific Tea J. P. Stevens & Co. 

Gulf Oil Sun Oil 

Hearst Cons. Publications Twentieth Century-Fox Film 

Inland Steel Union Carbide & Carbon 

Intern. Business Machines Union Oil of California 

Kennecott Copper Warner Bros. Pictures 

S. S. Kresge Weyerhaeuser Timber 

Liggett & Myers Tobacco Wheeling Steel 

Loew’s. Ine. F. W. Woolworth 

May Department Stores Youngstown Sheet & Tube 
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An Investor’s 


P-R-I-M-E-R 


By Ropert HEILBRONER 


F SOMEONE in your family was 
l adventurous enough to have 
bought one single share of an un- 
known company called General 
Motors back in 1909—and strong- 
willed enough to have hung on to 
his investment through the years— 
you're sitting pretty. For that one 
original share has split and resplit 
like an amoeba, at no cost to you, 
until today it represents five hun- 
dred shares. And the initial outlay 
of $105 gets you more than $30,- 
000 on today’s market! In a word, 
you struck it rich. 


The Other Side 

On the other hand. your people 
may have been more conservative. 
Perhaps they bought New York, 
New Haven & Hartford Railroad 
when it was a blue-chip stock sell- 
ing at over $100 a share—a “must” 
for every conservative New Eng- 
land portfolio. In that case, you’ve 
had the dubious pleasure of watch- 
ing your investment chug down- 
grade until it fell over the cliff 
when the railroad went into reor- 
ganization. 

It’s more likely that your experi- 
ence has not been so dramatic in 
either direction. Maybe you bought 
a few shares of a company like 


A. T. & T. and lived with them 
quite comfortably over the years. 
Or maybe you're one of those who 
look at the market with a skeptical 
eye: you never have owned a stock. 
you never will own a stock. and 
you wouldn’t touch one with a ten- 
foot pole. x 
And you're entitled to your 
point of view: the stock market is 
and always will be marked by risk, 
surprise and disappointment. 


Return of 6 Per Cent 

Nevertheless, you should know 
that putting money into stocks and 
bonds does not mean committing 
yourself to an all-out speculation 
unless you want it to. And from an 
income point of view. there are 
289 common stocks on the New 
York Stock Exchange that have 
paid cash dividends uninterruptedly 
for periods of 25 years and up. An 
average handful of these winners 
would have given you six per cent 
for the last thirty-eight years. 

All this is certainly not to say 
that you should invest. That’s a 
question you have to answer for 
yourself. If you do not have a 
cushion of savings and an umbrel- 
la of life insurance and a backlog 
of government bonds, the chances 
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that commercial stocks and 


bonds are not for you. 


are 


investor. 
that doesn’t mean you never 


If you’re not yet an 
will 
he. The past twenty vears have 
seen an enormous expansion in the 
ranks of stockholders and. unless 
all the signs are wrong. millions of 
non-investor Americans will buy 
first share of stock or their 
first corporation bond before an- 


other ten years have passed. 


sina | buy ) 


the Stock 


their 






I can’t give you the two bits of 
information would love to 
what stocks to buy and when 
to buy them. Those 
along with the basic 
whether to invest at all 
you and nobody 


you 
have: 
decisions— 
decision of 

belong to 
But | can 
give you a few rules that may warn 
you away from pitfalls that are 
sure to cost you plenty. 


else. 


1. DON’T BUY STOCK FROM 
JUST ANYONE. 

A good point is the 

story of a man named Gus Fusaro. 

Gus was the assistant elevator 

starter in an office building in the 

of New York. 


During the day he ordered the cars 


case in 


financial district 
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up and down: at lunch time he 
changed his clothes and his person- 
ality. and retired upstairs to a 
brokerage office where he had 
wangled himself a desk in the rear 
of the room. There his friends and 
neighbors would come to see him. 
for Gus known around his 
home as a big Wall Street operator 
and not of elevators. 
Gus not out to milk his 
friends: on the contrary. he wanted 
to help them. Riding in the cars 
and standing in the hall. he heard 
the talk of the “big operators.” 
had the inside track: Gus figured 
he couldn’t go wrong. When the 
police took him in. in 1947. Gus 
invested $247.000 of his 
friends” neighbors’ money. 
There wasn't a nickel of it left. 
So if youre going to invest, be 
certain your money is in trust- 
worthy hands. Deal only with a 
member firm of a registered Stock 
Exchange, or an over-the-counter 
firm registered with the Securities 
& Exchange Commission. 


Was 





was 


Ww ho 


had 
and 


DONT TAKE 
VESTIGATE 
YOU INVEST. 

The financial editor of a large 
New York paper tells the story of 
a young lady who wanted to in- 
vest and decided on cigar 
stocks because she noticed a lot of 
her boy friends smoking cigars. 
She picked out a good cigar com- 
pany stock which promptly went 
up: she sold out just as promptly 
with a nice little profit. Then she 
decided that most of her friends 
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were smoking Corona cigars, so 
she put her money into L. C. Smith 
& Corona. This stock also went up. 
So she sold her holdings and re- 
tired from the market in triumph. 
No one told her that Smith & Coro- 
na was a fine place for typewriters, 
but had nothing at all to do with 
Havanas. 

It doesn’t take too much imag- 
ination to go from this successful 








stab in the dark to the less pleasant 
stories of people who got stabbed. 
And even worse than the game of 
blindman’s buff is the insidious 
business of the “inside tip.” 

What you should do with tips 
is investigate them carefully. Check 
the company in one of the stand- 
Moody’s. Stand- 
ard & Poor’s. or Fitch’s—and ask 
your most trusted ad- 
visers what they think 
of your information 
and its probable ef- 
fect on the market 
price of the stock you 
want to buy. 

We won't even talk 
about the little pamph- 
lets offered for sale at 
only $1, entitled “10 


ard references 





Stocks Sure To Go Up.” The time 
to try tipster sheets will come 
when they get around to selling 
stocks on a ten-day free trial with 
a money-back guarantee. 


3. DON'T BE IN A HURRY. 


Friends. tipsters. and well-wish- 
ers to the contrary, you'll almost 
never find a situation where you 
have to jump in immediately to 
catch a stock cheaply. 

Remember, every time you buy 
a stock at what you think is a 
cheap price. someone is selling it 
to you at what he considers a good 
price—or else he wouldn’t sell. 

If you keep that advice in the 
back of your mind you won't be 
in such a sweat to climb aboard 
the first “hurry-up deal” that may 
come your way. 

The man who follows these three 
don'ts has the best mosquito net 
the market can offer. He may still 
get stung—and stung expensively 
—-but he won’t find himself bruised 
and bleeding as a result. And there 
are ways to tighten the net still 
further. 

The first is to establish a trusted 
source of advice on your invest- 












h . { 
i” Stock i) 
i PURCHASED: \ he 
j ot $16 Bi 








ments. You’ve got to get advice 
and good advice. 

By and large. you can get it 
only from a broker. 

Search around until you find a 
man whose personality and intelli- 
gence give you a feeling of genuine 
security. You will want a broker 
who will tailor-make a_ portfolio 
of stocks and bonds to your indi- 
vidual needs. 

The bigger and better brokerage 
houses have research staffs which 
will make recommendations for 
your portfolio according to your 
objectives speculation. capital 
growth, income. or capital safety 
and you can do a lot worse than 
follow the advice they give you 
free of charge. 





Don’t Forget 
Next to getting good advice— 
and taking it--the most important 
rule is never to put securities away 
in the freezer and forget about 
them. 





In a fluid and dynamic economy 
such as ours, there is no such thing 
as an investment that’s always 
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good. Some companies have hun- 
dred-year records of continuous 
dividends; many more do not. 

At least every year you 
should take a very careful look at 
all your investments and decide 
with the assistance of your ad- 
visers whether your complete list 
of holdings still looks as good to 
you as it did a year before. 


once 


Stay With It 


If you latch on to one of the 
better securities and decide to stick 
with it for a year or two. don’t 
change your mind because it sud- 
denly goes up. You thought the 
stock was good when you bought 
it: now. suddenly. a lot of other 
people are beginning to agree with 
your own good opinion of it. Stay 
with it if your judgment tells you 
that is the wise thing to do. 

Finally, don’t let immediate 
profits blind you to the intrinsic 
value of your equity. Sometimes a 
two-point profit covers the full po- 
tential of your stock. 

But there are many securities, 
part ownerships in growing con- 
cerns, that still belong in your port- 
folio even after a twenty-point rise. 

The market is a place to make 
your money go to work for you— 
just as it does in a savings bank, 
a life insurance policy or a govern- 
ment bond. As long as you can use 
the market, fine. Disaster begins 
with the greedy little devil within 
who announces that you have the 
Midas touch. 

When that thought strikes you. 
watch out! 


er 


ay 
ou 


m- 
use 
‘ins 
hin 
the 


ou. 


CONSISTENTLY INACTIVE 


nN potH 1953 and 1952, New 
| York Central Railroad led all 
listed stocks in volume of trad- 
ing. 

Moreover, 18 of the 25 issues 
with the largest share turnovers in 
1952 were again in that large vol- 
ume group last year. 

How about the least active 
stocks ? 

Do they continue at or near the 
bottom of the list year after year? 

The answer to that question— 
based on statistics for the past two 
years at any rate-—is that many 
of them apparently do. 

The list on the next page cites 
the 25 stocks which were least ac- 
tive in 1953 — excluding stocks 
selling above $200 per share and 
stocks of railroad companies which 
are part of another rail system. 


18 Repeaters 

Of the 25 issues shown, 18 also 
appeared in the 1952 list. 

Repeaters included Outlet Com- 
pany. Reynolds Tobacco common. 
Dunhill International, Chile Cop- 
per. New York Dock. Arnold Con- 
stable. The Fair. Sheaffer Pen. 
Pennsylvania Glass Sand, Atlas 
Tack. Century Ribbon Mills. Ex- 
change Buffet. Reliable Stores. 
James Talcott. Amalgamated Su- 
gar. Atlantic. Gulf & West Indies 
Steam Ship, American European 
Securities and Phoenix Hosiery. 

Total 1953 volume for the 25 
inactive stocks combined was only 


243.630 shares. In contrast. New 
York Central’s turnover last year— 
1.084.900 shares—was nearly 17 
times greater. 

The 25 inactive stocks were 
owned-—according to latest avail- 
able records. by 30.770 stockhold- 
ers. By way of contrast American 
Telephone & Telegraph— which can 
boast more share owners than any 
other American corporation—had 
1.265.461 stockholders at the year- 
end. or more than 41 times as 
many. 


Dividend Records 

The fact that the stocks in the 
table were inactive does not mean 
necessarily that they lack invest- 
ment merit. 

Indeed, five have dividend-lon- 
gevity records stretching over more 
than the past two decades: while 
two have paid at least one cash 
dividend every year for more than 
half a century. 

Those stocks which have only 
a few hundred stockholders or less 
were admitted to trading on the 
Stock Exchange long before the 
present requirement that all listed 
companies must have a minimum 
of 1.500 stockholders. 

They continue to be listed be- 
cause the Exchange feels that their 
share owners should not be de- 
prived of the advantages of a ready 
market. 

Most financial authorities agree 
that market activity is generally 
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restricted when a stock is closely 
held by a few individual or insti- 
tutional investors. 

Financial experts are also gen- 
erally in agreement that a small 
volume of trading in a particular 
stock may often be explained by 
the existence of one or more of the 
following conditions: 

The stock is not well known to 
most investors. 


The majority of investors do not 
identify the corporation’s shares 
with the products or services which 
it sells. 

The management has failed to 
exploit the company’s 
points adequately. 

The outlook for appreciation in 
market price of the stock is not 
readily apparent to the investing 
public. 


strong 
ke 





25 Least Active Common Stocks in 1953* 








No. of 
Company Round-Lot Sales Stockholders 
Outlet Company 1,190 922 
| Reynolds Tobacco (Common) 1,320 1,961 
Dunhill International 3,700 500 
Chile Copper Co. 3,910 36! 
New York Dock Co. 3,910 195 
Arnold Constable Corp. 5,800 1,124 
Amer. Brdcast.—Paramount Th., Ctfs. 6,500** 1,007 
The Fair 8,300 1,700 
Sheaffer Pen 9,200 2,900 
John R. Thompson 9,600 982 
Penn. Glass Sand Corp. 9,700 964 | 
| Atlas Tack Corp. 10,300 495 | 
Century Ribbon Mills 10,600 660 
| Ritter Co. 11,100 1,413 
| Exchange Buffet Corp. 11,200 1,000 
| Reliable Stores Corp. 11,800 895 | 
| James Talcott, Inc. 12,500 930 
U. S. Playing Card 12,900 4,491 
| Amalgamated Sugar Co. 13,500 1,427 
| Plough, Inc. 13,600 4,218 
Atlantic, Gulf & W. |. S.S. 13,800** 380 | 
Transue & Williams Steel Forging Corp. 13,900 1,241 | 
American European Securities 14,300 395 
Pacific Coast Company 15,500 322 
Phoenix Hosiery 15,500 287 
Total, 25 companies 243,630 30,770 
Average, 25 companies 9,745 1,231 
*s ng na above $200 per share and stocks of railroad companies 
wh part o an er a1 system. sind Oo J and new snare comp ned. 








SHARE LEADERS 


\ Marcu 1 of this year, ten 
() corporations combined had 
more common shares listed on the 
New York Stock Exchange than 
all listed companies together had 
in any year prior to 1924. 

Moreover. the top company 
alone had more shares listed than 
the total for all companies com- 
bined prior to 1905. 

The 10 leaders -shown in the 
accompanying tabulation — had 
115.299.0000 shares listed at the 
beginning of March. That total 
compared with 416.122.000 shares 
listed by all corporations on Jan- 
uarv 1. 1924—the first time listed 
shares topped 415.000,000. 

General Motors’ March 1. 1954. 
total of 88.514.000 shares com- 
pared with only 82.781.000 shares 
for all corporations on January 1. 
1904. 

Most of the 10 leaders have 
registered substantial growth in the 
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Company 
General Motors ey 
Standard Oil (New Jersey) 
F. I. du Pont de Nemours ‘ 
American Telephone & Telegraph 
Socony-Vacuum Oil . > 
Union Carbide & Carbon 
General Electric : 
Standard Oil of Calif. 
The Texas Company . 
U. S. Steel 


number of listed shares during the 
past decade: 

The increase for E. I. du Pont, 
for instance, amounted to 308 per 
cent—largely by reason of a 4-for- 
1 split in 1949, 

For Union Carbide the 10-year 
gain of 212 per cent was mainly 
the result of a 3-for-1 split in 1948. 

U.S. Steel—-which split 3-for-1 
in 1949--was up 200 per cent in 
the decade. 

American Telephone &  Tele- 
graph’s 136 per cent increase was 
largely the result of conversion of 
its debentures: while the gains 
shown for the other companies 
cited were the result of stock split- 
ups. stock dividends or both. 

Of the 10 corporations in the 
table. only one—General Electric 

showed no change in_ listed 
shares since 1934. However. GE 
share owners will vote this month 
on a proposed 3-for-1 split. 





10 CORPORATIONS WITH MOST LISTED SHARES 3-1-54 


Common Shares Listed March 1 
(000 omitted) 





1954 1944 1934 
88,514 44,889 43,500 
60,571 27,284 25,768 
45,454 11,122 11,966 
44,660 18,895 18,662 
35,512 31,708 31,705 
29,364 9,414 9,227 
28,846 28,846 28.846 
28,673 13,004 13,103 
27,595 12,000 9.851 





26,110 8,703 8,703 
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What do young executives 
think of stocks ? 


ONE-MINUTE INTERVIEWS 


JOHN A. McHUGH, JR., Sales 
Engineer, Stamford, Conn. 
“T invest my money regularly 
in stocks because I’m sure 
this type of investment will 
provide the best return, and 
at the same time provide the 
security I’m working for in 
the future.” 


GEORGE E. DAVIE, Sales E'x- my 

ecutive, Los Angeles, Calif. . 

“To me stock ownership offers 

several unique advantages. I 

can own a part of practically 

any company I ean think of. 

I know every day what my 

shares are worth. And I can 

buy or sell merely by picking 

up the telephone.” 

m= G.L. HACKLEY, JR., Advertis- 
© ing Evecutive, Batavia, Ill. 

“T like the good return I get 
from my stocks ... on the 
average about 6 per cent. I 


read somewhere that half of 


all dividends come from com- 
panies on the New York Stock 
Exchange.” 


For every 1,000 executives, over 440 of 
them invest in stocks. And that’s a nice 
recommendation—for who should know 
better how profitable it can be to own 
shares of a successful business? 

Of course they don’t buy just any stock. 
They talk things over first with a good 
broker. They steer away from risky tips, 
and look for companies with impressive 
records. 

The help of experienced member firms 
of the New York Stock Exchange is yours 
without charge. Just call or write the firm 
nearest you. 


OWN YOUR SHARE OF AMERICAN BUSINESS 


Members and Member Firms of the 


NEW YORK STOCK EXCHANGE 
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